[bookmark: _GoBack]The investment we can’t afford not to make: ensuring the most vulnerable children and families have access to Australia’s early childhood education and care systems

Investing in disadvantaged young children is a rare public policy with no equity-efficiency tradeoff. It reduces the inequality associated with the accident of birth and at the same time raises the productivity of society at large (Heckman and Masterov, 2007).

Australia’s childcare and early childhood learning systems are failing its most vulnerable children, those in and on the edges of child protection. These children do not have consistent access to enough quality early childhood education and care (ECEC) to protect and nurture their growing brains and bodies. Less than 1 in 6 children who are ‘at risk’ because of abuse and neglect are accessing early childhood education and care and for those children their funding is intermittent. As a result they are at heightened risk of irreversible harm that imposes avoidable suffering and loss on them and significant costs on the wider community.
The Commonwealth’s family assistance legislation provides for the needs of ‘at risk’ children, but poor implementation by successive governments has resulted in erratic case-by-case decisions on access for vulnerable children and a global lack of funding.
However, with some small changes in process and funding of the Commonwealth’s Special Child Care Benefit (SCCB), vulnerable children could begin to access childcare and early childhood education for the 3+ years needed to ensure their safe and full development, to prepare them to participate in school, and to ultimately change the trajectories of their lives. 
While the most of changes to the ECEC system proposed in the Productivity Commission’s draft report are complex and have significant fiscal implications, reform to SCCB is relatively simple and inexpensive.  The impact, however, will be enormous. These changes are critical to protect Australia’s most vulnerable children and the resulting savings and increased productivity will flow on to the wider community. It is an investment Australia can’t afford not to make.
Most urgently, the consistency of SCCB renewal decisions by Centrelink needs to be improved. A simple checklist/score card would ensure that the neediest children are prioritised for renewals. It would also clarify what evidence of ‘risk’ Early Childhood Education and Care (ECEC) services need to provide to Centrelink.



The children who most need access to early childhood 
education and care are not getting it
Estimating the number of ‘at risk’ children in Australia is challenging. Limiting the estimate to children who are experiencing or have experienced harm – from physical, emotional or sexual abuse or from neglect -- narrows down the population. The Commonwealth’s Australian Institute of Health and Welfare publishes an annual summary of child protection data extracted from the administrative systems of the state and territory departments responsible for child protection. This provides an estimate of the number of children receiving child protection services. In 2012-13, there were 46,170 children aged 0-4 receiving child protection services. In addition, at least 9,568 children 0-4 are reported to have commenced intensive family services intended to prevent imminent separations of children from their primary caregivers because of child protection concerns and reunify families where separation has already occurred. These environmental risk factors that trigger intensive family services in order to divert children and their families from the child protection system are long term risks.  In most cases these risks persist throughout childhood, implying that at any time at least 38,000 children aged 0-4 are in this category on the edge of child protection. Taken together, the state and territory governments have identified roughly 84,000 children under four years old who are ‘at risk’ (AIHW (2014) pp 67-68, 62-63).
In 2012-13, the Commonwealth expenditure on SCCB for ‘at risk’ children was $86.2 million dollars (Productivity Commission (2014) pp. 350-1).   In 2011-12, the year for which the Commission has SCCB use data, 11,812 children deemed to be ‘at risk’ by child care services and Centrelink and received SCCB. An additional 1,329 received it for both risk and economic hardship, resulting in a total of 13,141 children accessing SCCB. On average, these ‘at risk’ children only received SCCB for 17 weeks, roughly four months of the year (PC (2014), p352). So, at best, 16 per cent of the children who clearly need ECEC to ensure their safe development and school readiness received SCCB and most of them received a fraction – on average one third -- of the care they need.
For context, according to the Productivity Commission, in 2013-14 some 748,500 children and their families benefited from Commonwealth assistance for ECEC for a total expenditure of $6.7 billion (PC (2014), p. 5).


Access to Early Childhood Education and Care Prevents Irreversible Harm to Vulnerable Children and Benefits the Community
When denied access to safe and nurturing learning environments, vulnerable children are at risk of irreversible harm.  Development and learning in infancy and early childhood occurs at a more rapid pace than any other time of life. Stable, predictable, nurturing care that includes a stimulating environment is necessary throughout infancy and early childhood to enable healthy physical, cognitive, language, social and emotional development.  Abuse and entrenched neglect can impair all aspects of young children’s growth and development. Parent-child attachment relationships characterised by abuse, neglect and traumatic interactions are a source of toxic stress for children, causing physiological stress responses (e.g. cortisol levels) to remain activated at high levels over prolonged time periods. This can damage developing brain architecture thereby impairing the child’s capacity to regulate their emotions and develop healthy and adaptive responses to stress. This in turn leads to lifelong problems in learning, behaviour, and physical and mental health and increases the risk of parenting problems, disturbed parent-child relationships, and abuse and neglect in the next generation (Perry 20002, CODC 2010, AAP 2012, and NSCDC 2012).
Gaps in cognitive and social skills that develop between children early in life become entrenched in later years. This happens because skill development is dynamic and hierarchical – children who miss out at an early age lack the necessary building blocks and foundation for subsequent learning. Children with deficits in their cognitive and social skills before the age of five therefore are likely to have these deficits persist into later life, and these deficits then become the basis of problems such as low education attainment, unemployment, teenage pregnancy, and involvement in crime. From Neurons to Neighbourhoods, a review of research on early childhood development by the National Research Council and Institute of Medicine in the United States concluded that: ‘Virtually every aspect of early human development, from the brain’s evolving circuitry to the child’s capacity for empathy, is affected by the environment and experiences that are encountered in a cumulative fashion, beginning in the pre-natal period and extending throughout the early childhood years (p 6).’[image: ]Abnormal brain development following extreme neglect in early childhood (Perry 2002). The dark areas in these scans are holes where neural connections have failed to be created. While children retain some brain plasticity into adulthood, it is almost impossible to recoup these losses.



A variety of early years care and education programs targeting disadvantaged children have been implemented in the United States and United Kingdom. In the US, the Perry Preschool program randomly assigned 123 three and four year olds from a low income African American neighbourhood to an intensive early intervention program. The outcomes for the intervention group were superior to the control group in terms of educational attainment, income, and behavioural risk factors. Participants performed better on literacy tests, high school graduation rates were 20 percentage points higher compared to the control group, and a higher proportion went on to university. Another example is the Abecedarian Project which began in North Carolina in the 1970s, with 111 infants randomly assigned to either an intervention group or a control group. There were substantial academic benefits for those children assigned to the high quality early intervention program. These children scored significantly higher on tests of reading and maths from the primary grades through to middle adolescence and had higher high school graduation rates and higher participation rates in tertiary education. There were also significant health benefits with program participants less likely to smoke. More generally, reviews of early years education programs in the United States find consistently positive outcomes using measures of the benefit-cost to society. Karoly et al. and Cunha and Heckman calculate that the return on investments at least 8:1 for early childhood development programs (as opposed to only about 3:1 in primary and secondary education). Similarly, Van der Gaag estimated that every $1 invested in early childhood programs provides a minimum return to society of $3.
When families are struggling to provide safe and nurturing environments for their children, access to quality early childhood education and care is critical to ensure that their children’s development is not compromised. Access to care can help families stay together and where this is not possible, enrolment can provide stability when children are relocated (and frequently re-relocated) to safer environments.

Duration is critical: Three or More Years is Best and 
Less than a Year has Minimal Impact
The Benevolent Society’s 2013 report prepared by the Centre for Child Community Health, Acting Early, Changing Lives: How Prevention and Early Action Saves Money and Improves Wellbeing, cites meta analyses of early childhood interventions for at risk children which conclude “that programs that last longer than three years – in comparison to those that are between 1-3 years in duration – have greater effects” and that “programs of less than one year have ’minimal impacts’ on children” (Moore and McDonald, pp 24-25). However, on average, the ‘at risk’ children who receive Special Child Care Benefit receive it for 17 weeks. This does not begin to meet their development needs.

The Special Child Care Benefit for at Risk Children: 
Good Intent, Better Implementation Needed
Section 47 of  A New Tax System (Family Assistance Act 1999) recognises the needs of vulnerable children and their families by allowing for child care benefit by fee reduction for care provided by the service to a child ‘at risk’ for a period of up to 13 weeks once each financial year. This is one of the two categories of Special Childcare Benefit (SCCB); the second category addresses temporary economic hardship.
In the first instance, eligibility is determined by the ECEC service itself. All that is required is that: 

(a)	at the time the care is provided, the service believes the child is at risk of serious abuse or neglect; and
(b) the care is provided in Australia (47(1)).

Services determine the initial number of weeks of fee reduction, the weekly limit of hours the child can attend, and the amount of fee reduction, which can be up to 100% of the service’s usual fee. The ECEC service is supposed to complete a claim form and retain the form for its own records for 36 months (DEEWR (2012), p 213). While services are encouraged to seek it out, there is no requirement to include independent supporting documentation in the initial paperwork. The service’s initial decision to approve SCCB (or not approve) is not reviewable by the Commonwealth (p 210). The total amount of the SCCB, both for children at risk of serious abuse or neglect and families experiencing temporary economic hardship, which a service can approve in one quarter is limited to 18 per cent of the total CCB paid to the service in the quarter before last (pp 203-228). This ceiling can be raised by the Commonwealth Department of Early Childhood and Education.
After a child care service has made an initial determination of eligibility, further periods of up to 13 weeks can be approved by the Commonwealth on application. There is no limit to the number of times this SCCB can be renewed, nor is there an upper limit of funding as a percentage of a service’s total CCB funding.  These applications are processed by Centrelink on behalf of the Special Child Care Assessment Team (SCCAT) in the Department of Social Services (DSS). Approvals are made Centrelink staff on a case-by-case basis and they rely on the child care service to assemble sufficient evidence of abuse and neglect. While the DEEWR Child Care Service Handbook and the DEEWR and DHS A Guide to Special Child Care Benefit provide some direction on the kind of evidence that would be accepted, it is very open-ended. Rather than defining a clear standard for documentary evidence, services are urged to provide as much as possible.
Child care services are responsible for providing sufficient information to allow DHS to make a reasonable assessment of the application. It is expected that as much documentary evidence as possible is provided to support a SCCB application (DEEWR and DHS (2012), p 11).

Renewal of SCCB is unpredictable, even for children with very high levels of risk.  As a result, these children bounce in and out of childcare services, exposing them to harm and increasing the instability in their lives.
The flaw in this process is the mismatch between SCCB, which is being implemented as a short term intervention, and the long term needs of vulnerable children. This generates a cycle of uncertainty and red tape. It does not meet the needs of vulnerable children and it imposes high costs on any ECEC service that wishes to support vulnerable children throughout their critical formative years. 
ECEC services are presumed to have the expertise to assess risk and are expected to bear the costs of making the case for each renewal of SCCB. This includes assembling documentary evidence from independent agencies, including child protection agencies, child and family welfare agencies, agencies specialising in mental health, family violence, family law, homelessness, drug and alcohol rehabilitation and indigenous services as well as professionals including medical practitioners, police, psychologists, teachers and principals, members of the clergy and counsellors (DEEWR (2012), pp 24-216; DEEWR and DHS (2012), p 35). Anecdotal evidence indicates that the preparation and assembly of each application takes at least three hours per child every 13 weeks. This time is spread out over many days as the child care services collect evidence from independent providers. If SCATT then requests additional information, as they seem to in a majority of cases, it can take an additional 2 or more hours per case. The overall process generally takes three weeks or more from application to approval.
Child care services bear the cost of establishing and maintaining relationships with independent agencies and professionals and renewing the supporting documentation every 13 weeks. Meanwhile, the risk factors for abuse and neglect are long term risks that in almost all cases persist throughout childhood. These risks are documented in A Guide to Special Child Care Benefit (DEEWR and DHS, 2012):
	
	Risk Factors

	Child 
	Very young age (infants and toddlers) 

	
	Physical, intellectual or sensory disability

	
	Indigenous ethnicity

	
	Child aggression, behaviour problems or attention deficits 

	
	Female gender (partic. for sexual abuse)

	Parental
	Substance misuse, particularly alcohol and 

	
	Mental health problems such as depression, low self-esteem, poor control of impulses, or antisocial behaviour

	
	Intellectual disability

	
	Young maternal age

	
	Stress, such as financial pressures, job worries, medical problems or taking care of a family member with a disability

	
	Significant lack of parenting skills, including unrealistic expectations that show a lack of understanding of a child’s developmental stages and behaviour

	
	Low educational attainment

	Family
	Domestic violence and conflict between parents

	
	Single parent families (are over-represented in investigations of child abuse or neglect)

	
	Family instability, where the composition of the household frequently changes as family members and others move in and out

	
	Overcrowded households

	
	Homelessness

	
	Death of either parent before a child is 15 years old

	
	Large numbers of children being cared for by a young single mother

	Social
	Social isolation and limited access to support networks can increase the risk, as can geographical isolation and a lack of access to extended family

	
	Poverty and low socioeconomic status can heighten the risk of maltreatment. These factors alone are not considered to be risk factors for abuse or neglect, but may influence the level of risk and the degree of harm that may occur


A Guide to Special Child Care Benefit (2012), p 31.

Furthermore, this mismatch is made worse by the adoption of in the guidelines for SCCAT of an interpretation of the meaning of “at risk of serious abuse or neglect” to mean “current” risk of abuse and neglect, although there is no actual definition in the Act (DEEWR and DHS (2012), p 7). However, recovery from exposure to abuse and neglect can take years and it would be exceptional for a child’s issues to be resolved in a 13 week period. Continuity and consistency of care over time is an important underpinning of child development and it is especially important to vulnerable children. Changes in care after a few months can set back a child’s recovery and development. For ‘at risk’ children and families, child care is often the most reliable and supportive part of otherwise chaotic lives and gives children extra resilience when their home environment is in flux.
Continuity of care is also undermined by the provisions in Section 49 of the Act that allow the responsible Minister to exempt children in state care or other specified classes of children from SCCB. Children in state care are the most vulnerable children in Australia and participation in quality child care and early learning is critical to their health and well-being as children and as adults.
The SCCB approval process also affects the continuity of care when children have to leave a service because of delays in the approval of renewal of funding. This has been known to happen to children who have had already multiple renewals and then Centrelink unexpectedly makes requests for additional information to support their application. For example, it appears that Centrelink and SCCAT’s change in approach at the beginning of the 2013-14 financial year meant that many vulnerable children unexpectedly lost SCCB. While many of these decisions were eventually reversed, a significant number of ‘at risk’ children previously deemed eligible lost access to services -- temporarily or permanently -- placing them at greater risk. For example, in July 2013 in a children’s centre run by Frankston City Council, 31 applications for SCCB for children who were on child protection orders and who had been receiving SCCB for the previous eighteen months were rejected (Frankston Council (2014) pp-5-6.).



How to Make Commonwealth Funding Work Better for Vulnerable Children and Their Families and for the Child Care Services that Support Them 

While the need of ‘at risk’ children is great, their actual numbers are relatively few and addressing the administrative barriers that deny them access to early childhood education and care is relatively straightforward. Unlike many of the complex issues facing the early childhood education and care system, these issues are tractable, the required expenditure is limited, and the economic gains to society are well documented and substantial.
The Productivity Commissions Draft Recommendation 12.7 recognises this, but there are other changes that will need to be made to ensure that Commonwealth funding is effective.draft recommendation 12.7 
The Australian Government should continue to provide support for children who are assessed as ‘at risk’ to access ECEC services, providing:
· a 100 per cent subsidy for the deemed cost of ECEC services, which includes any additional ‘special’ services at their deemed cost, funded from the Special Early Care and Learning Subsidy program
· up to 100 hours a fortnight, regardless of whether the families meet an activity test
· support for initially 13 weeks then, after assessment by the relevant state or territory department and approval by the Department of Human Services, for up to 26 weeks.
ECEC providers must contact the state or territory department with responsibility for child protection within one week of providing a service to any child on whose behalf they apply for the ‘at risk’ Special Early Care and Learning Subsidy. Continuation of access to the subsidy is to be based on assessment by this department, assignment of a case worker, and approval by the Department of Human Services. The Australian Government should review the adequacy of the program budget to meet reasonable need annually.



Develop a checklist/scorecard for assessment of eligibility for SCCB/SECLS with clear definitions and requirements for evidence
The decisions to renew SCCB for at-risk children are made by Centrelink staff whose interpretation of eligibility can be highly variable. While the development of A Guide to Special Child Care Benefit by DEEWR and DSS provides guidelines for the processing of SCCB renewals, a user-friendly checklist/scorecard for Centrelink staff and ECEC services with clear definitions, requirements for evidence, and thresholds for eligibility would improve consistency. It would also reduce administrative costs and provide ECEC services with more certainty around eligibility. 
Reduce red tape by streamlining renewals for twelve months at a time
Because children’s risk factors generally do not change over time, the administrative costs of renewing SCCB via Centrelink could be significantly reduced by allowing child care services to resubmit the same documentation with each application for renewal for up to twelve months. Centrelink could further reduce administrative costs by automatically approving requests from renewal for up to twelve months (three renewals) from child care services who are rated as meeting or exceeding the National Quality Standard (NQS) by the Australian Children’s Education & Care Quality Authority (ACECQA). Before renewing SCCB for services that do not meet the NQS, Centrelink and SCCAT should assure that the services are able to meet the needs of vulnerable children.
Recognise that ‘at risk’ children need at least three years of access to ECEC
Once a child has been ruled eligible for SCCB, the presumption should be that they will remain eligible until they start school, unless there are significant changes in their circumstances.
Change the rules for the initial determination of eligibility
The initial screening criteria for SCCB need to be improved. Rather than expecting childcare services to carry the responsibility for identifying risk in the early years population, that responsibility should be the part of the role of the existing child protection and intensive family services personnel, who are already making these assessments.
To gain access to SCCB for the initial 13 weeks of funding, a child should be receiving child protection or intensive family services and have a caseworker. That caseworker should then work with the ECEC service to make the application for ongoing funding from DSS. This would ensure that the children receiving funding have already met the criteria for child protection or for intensive family services and that the ECEC services’ applications for ongoing funding are supported. If an ECEC services has a welfare concern about a child and the child does not have a caseworker, the service should notify child protection or an intensive family support service referral system like ChildFirst in Victoria. (Because child protection and intensive family services are stretched, an ‘at risk’ child may not have a caseworker continuously, so a caseworker should not be a prerequisite for further renewals of SCCB.)
Under the current regime, it is the ECEC service that makes the initial determination of eligibility for the first 13 weeks of SCCB. This means that a child must already to be in an ECEC service and most at risk children are not. The current approach also assumes that childcare services will have the skills and resources to assess risk. This combination of factors means that the ECEC services may not be identifying the children most at need and may in part explain the low level of renewals of SCCB by DSS.
Ensure there is adequate funding
The Commission’s Draft Recommendation 12.7 acknowledges that services will need additional funding to provide for needs of children who have experienced trauma and profound neglect and that this should be reflected in the deemed cost of these ECEC services. It will be important not to underestimate these costs and create additional disincentives for services to admit needy children. This is particularly important as there is little ongoing accountability for services to provide priority of access. 
At the same time, global SCCB/SECLS funding must begin to increase to provide the consistent access to ECEC that will make a difference to ‘at risk’ children and save government expenditure in the long run. An immediate increase in funding of $180 million dollars would ensure that the ‘at risk’ children currently accessing ECEC would be able to do so year round. This estimate is based on the $86.2 million of SCCB funding in 2012-13 for ‘at risk’ children and the 2011-12 figures that indicate these children are funded for 17 weeks a year on average (Productivity Commission (2014) pp. 350-2).   
Over the next ten years the Commonwealth should set a goal of 100 % inclusion of at risk children. Based on the current numbers of ‘at risk’ children, this would mean bringing an addition 71,000 vulnerable children into the ECEC system. This will generate savings in health care, education, social services, and law enforcement that will exceed the cost of funding access to ECEC for ‘at risk’ children.
Create a baseline for the performance of the Centrelink processing of SCCB/SECLS

While the processing of applications has improved since 1999, there are still issues around the administration of SCCB renewal that put vulnerable children at additional risk and compromise their development, wellbeing and education. Establishing a baseline for Centrelink performance would allow measurement of future improvement. This should include the number of applications received on behalf of children at risk; what proportion of the applications are for children who have already had earlier applications approved by SCCAT; how many requests are made to child care services for additional independent documentation; how long the approval process takes; and the frequency and length of the gaps vulnerable children experience in SCCB funding, affecting their continuity of access to services.
Recognise the cost of renewals and compensate child care services who are serving vulnerable children and their families 
The cost of applying for SCCB creates a disincentive for child care services to enrol vulnerable children and imposes a penalty on services that do support them and their families. These costs should be recognised and services that are successful in renewing SCCB should be compensated by the Commonwealth. This could involve a payment once every twelve months that reflected the staff time required to document cases for renewal for SCCAT.

It Will Cost More to do Nothing
Of all the potential improvements to the Australian child care and early childhood learning system, increasing participation by vulnerable children will generate the highest returns for the Australian community. Providing a good start in life for at risk children is in everyone’s interest. This has been recognised by the Commonwealth by prioritising the needs of vulnerable children in this Inquiry. The challenge now is to do it.
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